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Dear Sir or Madam:

We have considered your application for recognition of exemption from
Federal income tax under the provisions of section 501(c) (6) of the
: Internal Revenue Code of 1986 and its applicable Income Tax
v ] Regulations. Based on the available information, we have determined
= that you do not qualify for the reasons set forth on Enclosure I.

Consideration was given to whether you qualify for exemption under
other subsections of section 50l{ci of the Code. However, we have
concluded that you do not gualify under another subsection.

U As your organization has not established exemption from Federal income
5 rax, it will be necessary for you to file an annual income tax return
i on Form 1041 if you are a Trust, or Form 1120 if you are a corporation
or an unincorporated association.

If you are ‘n agreement with our proposed denial, please sign and
return one copy of the enclosed Form 6018, Consent to Proposed Adverse
Action.

You have the right to protest this proposed determination if you
believe it is incorrect. To protest, you should submit a written
appeal giving the facts, law and other information to support your
position as explained in the enclosed Publication 892, “Exempt
Organizations Bppeal Procedures for Unagreed Issues.” The appeal must
be submitted within 30 days from ti.e date of this letter and must be
signed by one of your prlnc1pal officers. ' You may request a hearing
w.th a member of the office of the Regional Director of Appeals when
you file your appeal. If a hearing is requested, you will be

i contacted to arrange a date for it. The hearing may be held at the

’ Regional Office or, if you request, at any mutually convenient
District Office. If you are to be ropresented by someone who is not
one of your principal officers, he or she must file a proper power of
attorney and otherwise qualify under our Conference and Practice
Requirements as set forth in Section 601.502 of the Statement of
Procedural Rules. See Treasury Department Circular No. 230. '




If we do not hear from youvw1thin the tlme spec1f1ed thls will become
our final determlnatlon.,

Difébtér,isaémpt Orgén;zations

Enclosures: Enclosure I- . :
Publication 892 - -
Form 6018

-




E " .?.Enclosure I
Reasons For Pr OPOSBd Adverse Action

On -we recewed your 1024 apphcatxon requestmg exemption under
section 501(c)(6) of the Code,” Yrnr activity descnptxon indicated that the organization
focuses on three main activities. The three activities include professional networking, -
educating the membership about political issues ‘and organizing philanthropic events that
benefit local charities. The percentage of txme devotcd to each of these activities is as
~ follows: ‘ ) .
w- Professxonal networkmg, i
W Education on local polmcal xssues

W% Charitable fundraising. -

The professional networking activities consxsts of havmg semi-monthly opponumtnes for

. profeS\ ionals under the age of @i#in ~area to meet each other during
mixers neld at local restaurants, bars, and socxal clubs ‘These events are organized by the
officers of the organization. Propnetors of various establishments are contacted to
reserve the date and time when the mixers are to be held. The officers contact and invite
potential sponsors to the mixers. The sponsors donate money to the orgamzatton in
exchange for advertising at the mixers. The mixers promote the organization’s goal of
providing a means for young professionals to regularly network with each other in order
to promote local commerce and enhance each member’s busmess and social
opportunities.

=

The organization educates its members on local political issues. The organization
provides semi-monthly luncheons and meetings for its members at local restaurants. At
the luncheons guest speakzrs are presented to speak on various topics. The guest
speakers represent diverse environments, which include local and county government,
industry and educational institutions. The guest speakers provide information on a
variety of topics that focus primarily on some aspect of local political landscape, such as
bond elections, city council races, local judicial races, county improvement projects and
other similar topics. The luncheons are conducted so that the membership is better
informed about politicai decisions that impact their daily lives. The State Charter
prohibits the organization’s endorsement of one political candidate or issue over another.
The luncheons further the organization’s purpose of educating the local voting population
from age 21 to 40 which have been traditionally underrepresented in local elections.

Charitable fundraising is the third and final actmty conducted by the org,amzatxon
Although the organization has not begun to conduct charitable fundraising, the
organization plans to organize and promote various social events such as golf
tournaments, marathons and other type similar events for the purpose of charities. All of
the proceeds from the social events are to go to designated charities such as

WA and other charities.




- Aletter dated UNESSSEGGGNY s sent to you requesting additional information on

- your 1024 application. In the letter you were given Revenue Ruling 59-391 for purposes
of showing precedent for why your organization did not qualify as an organization
described in section 501(c)(5) of the Internal Revenue Code. Your respond dated

: disputed the relevance of Revenue Ruling 59-391 with respect to the

activities of your organization, You stated that Wlls bylaws did not provide that the
membership be limited to one representative from each line of business. The bylaws did
not state that none of the member should be in competition with another member. e
does not cperate an information service relating to sales and sales prospects. YWl¥'s
members share the common business intere:, of promoting the general commercial
welfare and lines of business in or young professionals between
the ages of 21-40. The young professionals’ lines of business include local occupations
which typically have maintained a disproportionately low number of persons between the
ages of 21-40 relative to the local population, including the small business industry, the
retail sales and services industry, and the professional services industry (accounting,
engineering, law and teaching). ' :

In conclusion you reaffirmed \@illls commitment to improving local lines of busi..ess
and opportunities for young professionals between the ages of 21-40 and respectfu.y
requested that its application for recognition of exemption under section 501(a) be
approved. Alternatively you stated if exemption under section 501(c)(6) could not be
granted then Wilrespectfully requests that it be considered exempt under section
501(c)(7) of the Code.

You have requested consideration for exemption under both sections 50! (c)(6) ard
501{c)(7) of the Internal Revenue Code.

Law

Section 1.501(c)(6)-1 of the Income Tax Regulations provides, in part:

“A business league is an association of persons having some common business interest, the
purpose of which is to promote such common business interest and not to engage in a
regular business of a kind ordinarily carried on for profit. The purpose of the association
must be to further business conditions of one or more lines of business rather than perform
particular services for individual persons.”

Revenue Ruling 59-391, 1959-2, C.B. 151 held that an organization created for the purpose
of exchanging information on business prospects and has no common business interest other
than a desire to increase sales of members is not entitled to exemption from Federal income
tax as a business league under section 501(c)(6) of the Internal Revenue Code.

Revenue Ruling 70-244, 1970-1, C.B. 132 held that an organization of business and

professional perscns of a community, providing luncheon and bar facilities for its members

but having no specific program directed to the improvement of business conditions, does not
quality for exemption under section 501(c)(6) of the Code. | -

~

i




501(c)(6)

A business league is deﬁned as an association of pe -luding legal entities such as
trusts and corporations, havmg a common busmess interest. Chambers of Commerce and
boards of trade are organizations of the same general type as | busmess leagues However
chambers of commerce and boards of trade direct thelr efforts at promoting the common
economic mterest of all the commemal enterpnses in'a given trade eommumty

W conducts networking actwmes to emance eac member s busmess and social

opponumtxes Income Tax Regulation section. 1, SOl(c (6)-1. rovndes that the purpose of an

association must be to further business conditions of one or “more lines of business rather

than perform particular services for mdxvxdual persons -has not met this requirement.

@ as organized for the mutua exchange of busmess information and/or social 7
opportunities among its members through networkmg Thxs activity facilitates the making SR
of business contacts for its members, which serves the interest of individual persons and

does not improve a business condition of oné or more. lmes of busmess On the basis of the

evidence presented, the members of Willdo not have any common business interest other

than a mutual desire to achieve a competmve advantage for 1ts members who are under the

age of 40. i . -




“ther in business is consistent with
_represent the purpose for which exemptio
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Revenue Ruling 70- ess and professional persons of 4
community, . i its members but having no specific

program directed to the improve nent of buﬁin_'gé s conditions does not quality for exemption
under section 501(c)(6) of the Code. -Wl®conducts semi-m

| by MM may potentially consist of either the exchangc of business information and/or
i , socializing. The activities conducted by W@ are not unlike those activities conducted by
E the organization in Revenue Ruling 70-244, which precluded exemption.

Wsited Revenue Ruling 76-400 in its response dgtéa J&nuéry 23, 2001 to support its
position that it qualifies for exemption under section 501(c)(6) of the Code. Revenue Ruling

ot further business conditio
Tegulation. -
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- Contributions made to you are not exempt from ej&’al Income Tax as defined in section
© 501(a) of the Code. - > A




